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WIESER'S THEORY OF SOCIAL ECONOMICS 1 

THE Grundriss der Sotialokonomik , in which this treatise ap- 
pears, is planned as a co-operative venture in nine volumes 
to take the place once held by Schonberg's Handbuch. It is 
edited by as distinguished a list of five and forty economists as could 
be chosen from the generation of Germans younger than Wagner and 
von Schmoller. That these editors turned to von Wieser for their fun- 
damental section upon economic theory, and to Schumpeter for their 
history of economic doctrines is a piquant triumph for the Austrian 
school, whose methods, as Schumpeter ventures to remind us, were 
once bitterly contested in Germany, and whose disciples were long 
barred from German professorships.' 

Wieser's Social Economics , however, owes none of its prestige to 
the company it keeps. In the literature of the Austrian school it 
merits the place held by Mill's Political Economy in the literature of 
the classical school. It sums up, systematizes and extends the doc- 
trines previously worked out by the author, his master and his fellow 
disciples. Like Mill's great book, it is distinguished by admirable ex- 
position — elegant in proportions, mature in expression and authorita- 
tive in source. The parallel runs on into the future. In making 
classical theory so clear Mill revealed to others defects in his system 
which he did not see. Wieser's work promises to render a similar 
service. 

In two respects, however, a comparison with Mill does less than 
justice to Wieser. This is the first systematic treatise upon economic 
theory at large produced by the Austrians proper, whereas several at- 
tempts at covering the whole ground of classical economics had been 
made before Mill wrote. 3 Wieser's economic work is also more orig- 
inal than Mill's. His own early writing ranks higher among the con- 

1 Theorie der gesellschaftlichen Wirtschaft. Von Friedrich Freiberrn von Wieser. 
(Grundriss der Sozialokonomik, vol. i, pp. 125-444). Tubingen, J. C. B. Mohr, 
1914. 

2 Ibid., p. 115. 

3 Bohm-Bawerk's Kapital und Kapitalzins in its final form touches on most prob- 
lems of theory; but the whole discussion is organized on monographic lines. Phi- 
lippovich's Grundriss, on the other hand, is eminently systematic — no book more 
so; but it is more accurate to say that he took the Austrian analysis into his system, 
than to say that he based his system on the Austrian analysis. 
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structive contributions which he weaves into a balanced exposition than 
do Mill's Essays upon some Unsettled Questions of Political Economy. 
More than that, in extending the discussion beyond the limits of his 
earlier work, Wieser shows again the vigor and independence for which 
he has always been notable. Mill was much more than an economist ; 
he wrote his Principles at high speed to round out his system of social 
philosophy. There was more of his style than of his thinking in many 
chapters. Wieser, on the contrary, has lived a concentrated intellec- 
tual life, if one may judge by his writings, and has brought his full 
power to bear upon every section of this treatise. It is the fruition of 
a lifetime's reflection as well as the crowning achievement of a famous 
school. 

Although two years and a half have passed since the volume con- 
taining Wieser's contribution was published, I have not been able to 
find any review of it in the economic journals, American or foreign. 1 
This neglect is a loss to other economists even more than it is an in- 
justice to the author. Under the circumstances a rather full account of 
the book is called for. 

I 

The ground-plan of Social Economics is a projection of lines which 
Wieser sketched in 1884. In writing Ueber den Ursprung und die 
Hauptgesetze des wirtschaftlichen Werthes, he analyzed a valuation 
made apart from others by a single subject (page 41 ). Four years later 
he built Natural Value on the foundations laid in the Ursprung des 
Werthes, and attempted " to exhaust the entire sphere of the phenom- 
ena of value without any exception." a His aim was " to find what, 
among our forms of value, would continue in a perfect or communist 
state, and so to find the permanent basis of all economic life." * Ac- 
cordingly he imagined " a completely organic and most highly rational 
community" (page 61) as the valuing subject. 

Twenty-six years have passed, and the field to be treated has ex- 
panded again. Now he does first in logical order what he once did first 
in chronological order. Book i is "The Theory of the Single Econo- 
my." The valuing subject of this economy is a single person (as in the 
Ursprung des Werthes) who represents the million-headed population 

1 The recent numbers of the German and Austrian journals, however, are not 
available. 

* Preface, p. xxv of Mrs. C. A. Malloch's translation. 

* Preface, p. xxxix. The words are Professor William Smart's, but are published 
with Wieser's approval. 
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of a nation with modern methods of production (as in Natutal Value). 
Again the theoretical problem is to find the laws of value under these 
conditions (of course, there is no exchange and no price) ; again the 
valuer is a paragon of economic virtue, making no blunders, having no 
weakness, swayed by no passions ; again the results are conceived to 
be pure theory, destined when perfected to constitute a core of doc- 
trine common to all schools of the future. Book i might still be an 
independent volume, like Natural Value. As part of a general treatise 
its relationship to the other parts is that of a foundation upon which 
everything else rests. 

Books ii, iii, and iv differ from book i in the conditions under 
which and the persons by whom valuations are supposed to be made. 
One by one the assumptions contrary to fact, employed to make the 
" single economy" simple, are dropped, and by corresponding stages 
the pure theory of book i is elaborated into a theory measurably appli- 
cable to real conditions. Thus in book ii (Theorie der Volkmirt- 
sehafi) the assumption of a single valuing subject gives place to the 
assumption of many different valuing subjects, each following his eco- 
nomic interests in a world where social classes exist and competition and 
monopoly divide the field. It is still assumed, however, that govern- 
ment does not interfere with the pursuit of self-interest. In book iii 
(Theorie der Staatswirtschaft) this last assumption is dropped; it is 
now assumed that the individual citizens are subordinated to a state, 
which follows an economic policy for the promotion of the common 
weal. Finally in book iv (Theorie der Weltivirtschaft) the single state 
discussed in book iii is supposed to be surrounded by similar states, 
and the economic problems arising from their interrelations are faced. 

Mill's Political Economy diverges widely from the narrow path 
marked out twelve years earlier in his essay " On the Definition of 
Political Economy." Wieser on the other hand has scarcely shifted 
his position in thirty years. Since he received Menger's stamp only 
one man seems to have changed his thinking — Bohm-Bawerk — and 
needless to say that man changed nothing fundamental. The changes 
Wieser has made himself are extensions rather than revisions. Einfache 
Wirtschaft, Volkswirtschaft, Staatswirtschaft, Weltwirtschaft — the 
main divisions of his theoretical system — grow in due order out of the 
basic conceptions that he formulated in 1884. 

II 

Since Wieser is so consistent with himself, and since book i covers 
the ground all economists have traversed with him, there is no need to 
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detail the doctrines there propounded. A brief statement supple- 
mented by comment upon two important points will suffice. 

The theory of the single economy begins with a brief consideration 
of the subjective elements in economic processes — man's aims and 
activities, his wants, satisfactions, and attitude toward future wants. 
Then the discussion turns to goods as means of satisfaction , the funda- 
mental principle of man's economic dealings with goods, the process 
of production, and the three great factors of production — labor, capital, 
and land. Later comes the analysis of the interrelations among these 
various elements within the economic process, and at the very end a 
new definition of value. 

In the course of these chapters Wieser expounds again the various 
doctrines for which he is known. The term "marginal utility," which 
he invented, still satisfies him ; the view that costs are merely a dis- 
guise assumed by the protean law of utility — Wieser's most important 
addition to Menger's theory — reappears ; more emphatically than ever 
Wieser denies that as a rule men discount future in comparison with 
present wants (page 155) ; he still insists that capital and land are fun- 
damentally distinct categories (pages 172-3) ; he holds fast to the doc- 
trine that the value of a stock of similar goods is obtained by multiplying 
the number of units by the marginal utility (pages 192-4) ; and he 
restates his theory of imputation — with a difference. 

Technically the most important modification of his earlier work is 
the widening of the distinction between "monopoly goods " and " cost 
goods," into a distinction between " specific means of production" and 
'» cost means of production " (pages 185-7). The specific means of 
production in the strict sense are limited by physical scarcity or by 
peculiar quality to a single use, whereas cost means are sufficiently 
abundant and sufficiently adaptable to be used in many ways. A cor- 
responding distinction is drawn between specific products and cost 
products. In general, lands are specific means, while most kinds of 
labor and capital goods are cost means. 

Now cost means in production and cost products in household man- 
agement are subject to accurate adjustments which fit them into the 
general scheme of economic activity according to the marginal law. 
The only irregularity here arises from the fact that each different want 
has its own peculiar scale of satiation, so that men cannot achieve pre- 
cisely the same marginal utility in each branch of consumption, but 
merely draw ' ' a wavering marginal line ' ' through all branches. In 
production greater precision is attainable. The numerous combina- 
tions in which cost means are used in various industries yield equations 
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sufficient in number to determine what proportion of the utility pro- 
duced should be imputed to each, and from this productive contribu. 
tion, in conjunction with the marginal utility of the marginal product, 
is derived the value at which each unit in each cost good is held in all 
its manifold uses (pages 201, 213). And this systematization on the 
basis of costs is carried back into the field of consumption. A steel 
bridge which as a unit possesses great utility is nevertheless valued only 
at the moderate rating derived from the marginal utility of the cost 
goods — iron, coal, labor etc., required to produce it. 

Specific products and specific means of production are more refrac- 
tory. The proportion of the utility produced imputable to a good 
serving a single use cannot be worked out directly by means of equa- 
tions drawn from different branches of industry. But it can be worked 
out indirectly when the other means of production used in co-operation 
with it are cost goods. For then in the single equation in which it 
appears it is the only unknown. Subtract from the marginal utility of 
the product the utilities of the cost means employed, and credit what- 
ever utility remains to the specific means of production in question. In 
effect, this is the rule that Ricardo applied to land, and that men 
really apply to all specific means of production. Of course this pro- 
cedure supposes the marginal utility of the specific product to be known. 
In fact, however, this item in the economic calculus often lacks defi- 
niteness. The marginal utility of a good which serves a single use in 
the household may be either above or below the general level of mar- 
ginal utilities in most lines of consumption, depending upon its scarcity 
or abundance in comparison with the amount required to satisfy the 
want, the initial intensity of that want, and its rate of satiation. But 
whatever that somewhat indefinite rating may be, it is handed on by 
imputation to the specific means of production after the standard de- 
ductions have been made for the cost means. 

To this modification of his earlier exposition Wieser attaches great 
importance. The distinction between specific means of production 
and cost means, he says, together with the corresponding distinction 
between specific and cost products, gives " the exhaustive objective 
basis for all the chief problems of the economic calculus " (page 188). 
He thinks that its application in the problems of imputation meets 
what is valid in Bohm-Bawerk's criticisms of the exposition given in 
Natural Value. 1 

1 Positive Theorie des Kapitales, 3d ed., excursus vii. 
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III 

Theoretically the most interesting feature of book i is Wieser's con- 
ception of economic calculus. The gist of economic activity and there- 
fore the central problem of economic theory is rational control over 
the process of meeting wants. The aim of this rational control is to 
secure the maximum utility possible under the circumstances. This aim 
implies that the calculations shall be made in ' ' utility units ' ' — Nutz- 
einheiten — a term which Wieser freely employs. But what are these 
utility units ? The primary values are the values attached to the satis- 
faction of wants (page 151). " Primary want- values, however, are 
not subject to numerical computation, since they cannot be reduced to 
a common denominator " (page 215). They have not numerical 
magnitudes, but merely intensity magnitudes. How, then, can there 
be an economic calculus in terms of utility units, even in the single 
economy where there is no question concerning comparisons among 
the feelings of different men? 

This is the difficulty which so many economists have felt in develop- 
ing what Jevons called the " mechanics of utility." Professor Edge- 
worth faced it squarely in 1881, and proposed to use " a unit of 
pleasure" which has three dimensions — intensity, time, number. 1 
Marshall adopted another solution. He dealt not with utility units but 
with the " money measures " of desires and satisfactions, and assumed, 
whenever the problem required, that equal sums of money represent on 
the average equal feelings to groups in similar economic circumstances. 
Pareto, combining suggestions made by Irving Fisher and Edgeworth, 
has tried to avoid the whole difficulty, to cast all metaphysical entities 
out of his system by developing a " theory of choice. " Wicksteed's plan 
of dealing with " preferences," Davenport's conclusion that economics is 
merely the " science of prices," and Fetter's effort to restate the theory 
of value without using marginal utility are variants of Pareto's scheme. 
All of these recent emendations betray distrust of the "hedonism" 
which is said to lurk in marginal analysis. 

In the midst of these latter-day doubts, Wieser stands firmly for 
the old Austrian doctrine carefully interpreted. He denies that " the 
economic principle of maximum utility" is "bound up with a hedon- 
istic view of life " (page 152) ; and yet justifies himself in using " utility 
units " as the basis of his economic calculus. After admitting that our 
primary want-values have not numerical but merely intensity magni- 
tudes, he argues as follows : While the intensities of different wants 

1 Mathematical Psychics, appendix iii. 
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cannot be measured, they can be compared. The results of such com- 
parisons, it is true, do not go beyond statements of equality or difference. 
Thus one cannot say how many times greater is intense hunger than a 
simple esthetic longing; but one knows there is a wide difference 
between them, and one can even give this difference a somewhat more 
definite expression by naming a whole list of desires less intense than 
the first and more intense than the second. Now, he asserts — and 
this is the gist of his position — ability to discriminate equal, greater, 
and less intensity magnitudes among our desires, limited as it is, yet 
suffices to solve the practical problems of controlling economic activity. 
How so? 

To maximize the utility derived from goods is the aim of economic 
effort. With a single good this aim requires the application of the 
article to the most intense want it is capable of satisfying. That want 
can be found by anyone who is able to tell the more from the less in- 
tense. The same equipment suffices to apportion properly the different 
units in a stock of similar goods ; it is necessary only to make sure 
that no unit is applied to the satisfaction of a less intense want when 
it might have been used to satisfy a more intense rival. And when 
the stock is valued as a whole one merely multiplies the number of 
units by the marginal utility. *' The units of quantity are at the same 
time units of utility, and when one computes them as units of mass one 
is also computing their utility." Estimates made in this way, of 
course, tell nothing about amount of satisfaction gained; but that is 
not " the task of the economic utility calculus, which has merely to 
find the margin up to which one dare carry his gratifications." The 
whole " surplus utility " above the margin is neglected. 

This marginal law, applicable to all divisible stocks, attains its full 
significance through the law of cost and the law of imputation. The 
first permits one to analyze all cost products — Wieser's new term re- 
ferred to above — into multiples of cost units, and the cost units are 
made comparable with one another by the law of imputation which 
expresses them in the common utility units of their marginal products. 
Thus the whole mass of varied cost products and cost means which a 
people possesses is converted into a single vast supply, the magnitude 
of which can be reckoned in cost units of any kind desired — for ex- 
ample labor units — and by means of these cost units translated finally 
into any kind of utility units desired. Here we have the basis for a 
general scheme both of household management and of production 
which marks out accurately the margin up to which consumption and 
production should be carried in all branches and beyond which they 
should cease. 
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The specific products make more trouble ; for their marginal utilities 
deviate from the general margin, being a little higher or a little lower. 
A numerical magnitude cannot be set upon these deviations ; for that 
is a matter of primary want values, which as has been said cannot be 
computed. But even in this case mankind has discovered a way of 
assigning numerical values. Practice derives these numerical values 
from the quantities of the products which balance each other on the 
general marginal line. One cannot make a quantitative comparison 
between the gratification derived from wearing sable and that derived 
from eating bread ; but one can find the quantity of bread which has 
utility equal to that of a sable skin, for the relationship of equality can 
be established between different intensity magnitudes. In this way 
even the specific products are brought into the general economic cal- 
culus, one can tell what costs can rightly be incurred for a sable skin 
as accurately as for a sack of flour. 

Wieser admits that the practical serviceability of this calculus is 
subject to three qualifications : ( i ) Changes in methods of production 
disturb the accurate adjustments between costs and products; while 
these disturbances continue, the cost goods affected must be treated as 
specific goods. (2) Comparisons between periods far apart as well 
as between different " economies " are not feasible because the utility 
units have not the same meaning. (3) The calculus becomes posi- 
tively misleading whenever the decline in marginal utility outruns the 
increase in the supply, so that the total utility of the stock reckoned 
by multiplication falls off. In such cases production must be guided 
not by marginal utility, but by a vaguer estimate of total utility (§ 22). 

So far von Wieser. His argument is that of his Ursprung des 
Werihes modified by his new distinction between specific and cost 
goods. The whole discussion, it will be noticed, purports to be a 
descriptive analysis of economic activity reduced to essentials. Does 
it really imply that men do their economic thinking in " utility units "? 
Certainly not in the sense that any man has a unit of feeling, 
equipped with which he goes about measuring gratifications of different 
kinds. In dealing with goods of different kinds men are supposed to 
measure them by the physical units appropriate to each kind, units of 
length, of weight, of cubic content etc. Utility does come into the 
problem in the sense that every physical unit of every kind of goods 
gets its significance for every individual from the marginal contribution 
that unit makes to the gratification of his wants. To repeat, physical 
units are at the same time utility units, and whenever we reckon by 
yards, or pounds, or bushels, our quantities have economic meaning 
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because these units of the good in question are likewise units of utility. 
There is no more one unit of utility than there is one unit of quantity. 
But one can determine whether he prefers a pound of tea or a dozen 
eggs, and when he answers that question he is comparing utilities 
whether he knows it or not. We have no common denominator of 
feelings; but merely a balance telling that one of two different things 
is weightier in importance, or that the two are equal. That balance, 
however, suffices to enable us to make rational choices. 

IV 

All this leads up to a new definition of economic value : "the effec- 
tiveness for economic purposes associated with the portions of goods 
and portions of labor that are used." Wieser contrasts this definition 
with Menger's famous one : "the importance which concrete goods, 
or quantities of goods, receive for us from the fact that we are consci- 
ous of being dependent on our disposal over them for the satisfaction 
of our wants." 1 His own definition is wider than Menger's in that it 
includes labor as well as commodities, but narrower in that it refers 
only to economic value proper, while Menger defines our fondness for 
things at large (Sachliebe iiberhaupf). The subjective origin of econo- 
mic value, Wieser adds in explanation, does not in practice stand out 
so clearly in consciousness as Menger's definition suggests. The new 
definition with its more objective phrasing better describes what men 
are actually conscious of in their economic activity. " The effective- 
ness for economic purposes, of which we speak, has reference primarily 
to external relationships within the economic activity." As Wieser 
remarked near the beginning, economics is immediately concerned 
not with satisfying wants, but with providing the means of satisfaction 
(page 143). 

V 

Having shown how a single subject controls his economic activity, 
Wieser turns in book ii to the problem of how a number of persons 
following their economic interests under a regime of private property 
meet in exchange, and constitute a social economy upon the basis of 
prices. So far as competition with equal opportunities for all prevails 
in such a society, he holds that the pursuit of self-interest will promote 

1 In the original, " die Geltung, die beim Wirtschaften den verwendeten TeilgHtern 
und Teilarbeiten assoziiert wird; " "die Bedeutung, welche konkrete Guter oder 
GUterquantit&ten fiir una dadurch eilangen, dass wir in der Befriedigung unserer 
Bedurfnisse von der Verfttgung iiber dieselben abhangtg zu sein uns bewusst sind " 
[pp. 230-231]. 
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public welfare (page 138). If that were the whole truth , society might 
be regarded after the classical fashion as an aggregate of simple eco- 
nomies. But that conception of society is clearly inadequate today. 
The problem of monopoly is practically more pressing than the prob- 
lem of free competition ; instead of equal opportunity for all there is a 
struggle between the strong and the weak. What is the nature and the 
origin of this inequality in power? Where lies the unity of society? 
An economic sociology is needed to answer these questions. Wieser 
supplies it with all possible brevity. 

Men are by nature social beings, he says, held together by two kinds 
of social forces, the forces of freedom and the forces of compulsion. 
United action requires leadership, and the mass of men show their in- 
dependence chiefly in choosing what leader they shall obey, or how 
faithfully they shall follow the examples set them. In the last resort, 
however, acceptance or rejection by the masses is the decisive factor ; 
the leaders must follow their followers. Within the realm of private 
life, indeed, the leaders have little coercive authority; they come and 
go rapidly ; they are so numerous as to become anonymous ; to the 
masses they stand for freedom rather than compulsion. This anony- 
mous leadership in detail does no more than conserve what society has 
attained, or make slow advances along lines clearly marked out. 
Greater changes require greater leaders, who become personally con- 
spicuous and focus the forces of compulsion. 

Now leadership, which is necessary to progress, rests upon social 
inequality. The relations of ruler and subject grow into a stratification 
of classes; on the economic side the " Have-and-Holders " confront 
the " Have-Nots." No theory of exchange which neglects differences 
in power between these classes explains what happens in the market 
place. For the social stratification is not merely an objective fact ; it 
molds men according to its image. Their wants, their impulses, their 
very egoisms are dominated by social forces ; subordination becomes 
comfortable. The economic principle of least cost and highest utility 
does not rule men's actions in the way assumed in the theory of the 
simple economy ; rather it assumes this form : "Be as good an eco- 
nomic man as your fellows." Moreover, through the initiative of 
leaders and through imitative acceptance by the masses, society develops 
certain institutions serving the common needs so well as to seem like 
the creation of an organized social will. Money, markets, division of 
labor, the social economy itself are such creations. They make an 
essential part of the historical situation into which the individual is 
born, bonds which unite him to his fellows and establish conditions to 
which his individual efforts are subjected. 
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VI 

Upon this theory of economic society and his theory of the single 
economy, Wieser builds his theory of exchange. He starts with barter, 
then turns to markets, and money prices under competitive, monopo- 
listic and " monopoloidal " conditions, when business is normal, and 
in times of panic when " the marginal law loses its effectiveness " 
(page 264). The various forms of money, credit, the general level of 
prices, money capital and its formation, the money and investment 
markets are all treated with point and brevity. 

Perhaps the most unusual feature of the whole discussion is that it 
really does rest upon its alleged foundations. Personal valuations and 
personal adjustments among costs and utilities continue to play the 
fundamental role assigned them in the theory of the single economy. 
But not for a moment does Wieser forget that the whole process is 
twisted into new shape by the inequalities emphasized in his theory of 
economic society. For example, price is a social product, not by 
virtue of a valuation made by society, but as the result of a social con- 
flict for the possession of goods waged between men who differ radically 
in their valuations and their power as demanders. Therefore price is 
fixed not by marginal utility as such, but by a socially stratified marginal 
utility (pages 259,260). Again, in an exchange economy marginal 
costs do not tend to coincide with marginal utilities as they do in the 
single economy (page 271). Once more, in our stratified society even 
competition no longer results in a natural selection of the ablest enter- 
prisers ; large capital may outweigh superior ability (page 274). And 
besides, the field is largely occupied by concerns with monopolistic and 
monopoloidal advantages; the " excessive competition" of the strong 
and the " excessive competition " of the weak are to be reckoned with 
(page 273). 

Exchange value is " the efficiency which the object and the medium 
of exchange have by virtue of their exchange relations within the eco- 
nomic process." Of the two forms it assumes, subjective, or better, 
personal exchange value is the more fundamental. This is the mediated 
or indirect use-value in mind when one thinks of the efficiency for his 
purposes of that which a good will command in exchange (page 287 ) . 
The objective, or better, the economic exchange value of a commodity 
— its " efficiency in the social economic process " — is its money price, 
society's rating which controls the expenditure of costs in producing it, 
and which controls likewise the uses to which it may be put (page 291). 
In modern communities the economic calculus is made in terms of 
money ; but this reckoning in money is at the same time a reckoning 
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in utility units, which of course differ from household to household. 
If incomes, needs, and values were alike for all households, the money 
calculus would correspond exactly with the calculus of the simple eco- 
nomy ; but, as matters stand, the richer classes can extend their utility 
margins much farther down the scale of satiation than the poorer classes 
(pages 340, 341). 

Exchange and its mechanism lead on to social production and dis- 
tribution of income. Wieser's theory of distribution is on the one 
hand a continuation of his theory of prices, and on the other hand a 
continuation of his theory of imputation applied to the factors of pro- 
duction where economic classes have been differentiated (page 359). 
There is an economic rent, interest, profit, and wage ascertainable by 
imputation, and a contract rent, interest, and wage, though of course 
not a contract profit, determined on the basis of the first in the form 
of prices. Wieser gives us in substance a Ricardian theory of rent, a 
productivity theory of interest with a time-discount appendage to take 
care of consumer's loans, and a residual-claimant theory of profits. 
Perhaps the last phrase has misleading implications. Enterprisers' 
incomes include wages for labor of management, interest on invested 
capital, and profits proper — what remains. This remainder, when 
there is one, enters into the calculus by virtue of specific imputation 
as the product of the enterpriser's function (page 374) . As for wages, 
they are fixed in the last resort by the marginal contribution imputed 
to labor (page 384). 

VII 

Wieser cannot leave distribution without dilating upon the errors 
inherent in the capitalistic calculus of exchange values. On this head 
he winds up : 

The judgment of history upon the present condition of labor under cap- 
talism cannot be rendered until its trend has been made clear by future 
developments. If our times show themselves to have been a transition 
historically necessary for providing a secure and human existence for ele- 
ments of the population left in want by earlier times, then it will finally 
merit that wondering praise heaped today upon its technical inventions. 
But if society splits into a small class of exceedingly rich and a proletarian 
mass, while the middle classes nearly disappear ; or even if the status of 
today becomes fixed and unchanging, then the much-admired era of capi- 
italistic technique and organization will be condemned as the ending of 
civilization. For the time being the saying of .... FSrster applies : 
"Morally and spiritually modern society is unequal to the task of using the 
enormous material power harnessed by its science and technique " [page 
397]- 
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Most of us are ready to stop with some such safe verdict of the 
" either or ' ' variety. Not so Wieser. The meaning of social economy 
is not made clear in his eyes until the question is answered whether 
private property itself is compatible with what social economy stands 
for. As he phrases the question for purposes of attack, " Is private 
property imposed by the strong, or is it maintained by the community's 
common sense? " 

In answering this question Wieser takes up the historical development 
of private property in medieval and modern times. The transition 
from the manorial and gild systems to capitalism was accompanied by 
and in large part consisted in removing restrictions upon economic 
freedom. Organization based upon individual initiative and private 
property won a complete victory over feudalism ; and this victory was 
due to no external force but to the inherent economic superiority of 
the new system. In part this revolution was sanctioned by changes in 
the written law ; but the essential content of economic individualism 
has sustained itself by its own strength ; it has remained unwritten law. 
Neither the fact that the social process of industrial production' is seg- 
regated into parts under individual control, and that the national 
wealth is divided up among private citizens, nor the fact that the state 
and other governmental agencies play a secondary role in economic 
life, is ordained by statutes. Yet these facts are the foundation that 
determines the character of modern economic organization ; they even 
lend the written economic law its wide importance. Institutions of 
such crucial significance could develop without legal enactment only 
because of the strong appeal they made to men's economic judgment. 
Historically the older system of constraint was justified ; it was neces- 
sary to subordinate personal interest to the commonweal. But eco- 
nomic freedom through the cumulative social training it gave to 
individuals won an ever greater security, until the time came when 
compulsion could be dispensed with. The superiority of the new sys- 
tem consists at bottom in this : it bends the colossal energy of egoism 
to the service of public welfare. 

Thus capitalism in its earlier stages was one of the forces of freedom 
and with its definitive victory came in the laissez-faire doctrine of the 
classical economists. But the new system of freedom promptly devel- 
oped a despotism of its own. Profits obtained from the sheer financial 
control over markets without the exercise of social leadership, the cre- 
ation of a laboring proletariat, the reduction of work to a mechanical 
routine, the physical and moral degradation of the lower classes — these 
phenomena of capitalism are socially irrational, anti-economic. 
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Hence the chief problem of domestic politics today is to protect the 
commonweal against the despotic might of capital. The classical 
doctrine of non-intervention assures the maximum of social utility only 
when there is general equality of power. Where that condition fails, 
the state must protect the weak against exploitation. There can be no 
doubt, Wieser believes, that the modern theory of utility when thor- 
oughly worked out will afford the basis for guiding economic policy 
toward this end. The controlling aim must be the highest attainable 
social utility ; the utility theory will show under what conditions this 
end can and under what it can not be attained. Even in the present 
state of the theory certain fundamental principles can be laid down for 
the guidance of economic policy. 

( i ) The intervention of the state to prevent economic freedom from 
breeding economic oppression is in complete harmony with economic 
rationality. (2) Outside the field occupied by the greater capitalism 
economic individualism still maintains its historical success. An alter- 
ation of fundamental economic institutions is therefore unreasonable. 
(3) Such a reorganization of large-scale productive enterprises is 
desirable as will split the difference between industrial despotism and 
industrial democracy, somewhat as constitutional monarchy splits the 
difference between absolutism and republicanism. (4) With reference 
to organizations both of capital and of labor, the state must discrimi- 
nate those which promote industrial peace and efficiency from those 
others which merely secure monopolistic advantages to their members. 
(5) In general, private exchange value plays a wholesome role even in 
our capitalistic times. But where the state seeks to complement or cor- 
rect the economic process as it works in private hands, it must make its 
own independent valuations (pages 412-414). The theoretical basis 
of these valuations requires a special investigation, which occupies the 
next book. 

VIII 

Book iii ( Theorie der Staatswirtschaft ) aims to describe the ways 
in which the economy of the state differs from private economy. It 
aims less at the immediate gratification of wants than at the protec- 
tion and development of gratifications ; and less at turning out tangible 
goods than at furthering social production as a whole. Third, it pro- 
vides the income necessary to pay for its services to the commonweal 
by compulsory levies such as no individual can impose. 

These peculiarities of the economy of the state express themselves 
in the state's valuations. So far as it engages in strictly business 
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undertakings, the state reckons like any enterpriser in terms of ex- 
change value. In the various branches of public administration also, 
the post office, state railways etc., it must base its calculus upon ex- 
change value, but not upon that alone. It takes social utility into 
account, as when it sells workingmen's railway tickets at unprofitably 
low rates. In still other departments where the service rendered is not 
sold, for example in building and maintaining roads, these considera- 
tions of social, or more accurately, state utility become the controlling 
factor. 

Whenever the goods or services it buys are divisible into parts, the 
state can follow the trouble-saving marginal law in its use of exchange 
value or utility. But in many cases it must value things which cannot 
be divided, which must be taken or rejected as wholes, for example, a 
railway line needed for national defense though not economically self- 
supporting. Here the state must fall back upon the total utility of the 
thing in question. Even then, however, the state treats the particular 
commodities and services it requires as divisible goods. But in its 
valuations of labor it diverges from the business man's attitude. To 
the state, labor is not a mere commodity to be bought at the market 
price ; the laborer is a citizen whose welfare is of concern to society. 

All these seeming inconsistencies in the modes of valuation followed 
by the state are reconciled when one remembers that they are merely 
the roads through different districts to a single goal — the maximizing 
of utility. The vagueness of total utility, its incalculable character as 
opposed to marginal utility, is responsible for much of the uncertainty 
and for many of the differences of opinion concerning state policies. 

The principle of greatest utility determines not only what the state 
should undertake, but also how it should distribute the cost. The con- 
cept of subjective or personal value affords the theoretical basis for 
taxation according to faculty with its progressive rates. But, Wieser 
adds with characteristic caution, the state is not justified in using pro- 
gressive taxes to equalize the distribution of incomes and property ; for 
it has been shown that the individualistic organization of economic life 
is to be respected as an historically sanctioned form of society, and 
with that organization goes its legitimate consequence of inequality in 
wealth. 

IX 

The brief fourth book, with which the treatise closes, is devoted 
primarily to showing how the JVeftwirtscAaft diEeis from the Volkswirt- 
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schaft. The former possesses no such unity as the latter in political 
organization, historical development, or social culture. Hence the 
tendency to establish an equilibrium in economic, affairs is much less 
marked in the world at large than within the several nations. This 
difference appears clearly in the matter of prices ; the number of goods 
that really have a world market is relatively small. Even interest on 
capital is not reduced to the same level in different countries. That 
means that the purchasing power of money is not equalized. The 
classical theory that gold flows away from the places where its value is 
low to places where its value is high does not hold true. The inter- 
national balance of payments is simply a result of the fact that each 
family within a nation must maintain a balance of payments. Nor 
were the classical economists right in proclaiming free trade advan- 
tageous for all countries. Friedrich List's policy of protective tariffs to 
develop home industries is sound. Nations are debarred from entering 
upon a diversified industrial development less by lack of natural re- 
sources, as the classicists implied, than by lack of technical knowledge, 
business experience and capital. These requisites do not flow freely 
across international boundaries as they do to different sections of a 
single country ; but they can be developed at home if protected for 
a time : 

For a nation menaced by superior foreign competition, a well-considered 
system of protective duties assures in the long run the furthest attainable 
stretching of the economic utility margins, and in the last resort it assures 
this same desideratum to the whole world economy, since it brings about 
the greatest attainable equality of development [page 444] . 



In the preceding pages, I have tried to give an accurate sketch of 
Wieser's system of theory — to indicate its scope, its articulation, and 
its main conclusions. But to me the most interesting feature of the 
book is the writer's attitude toward his own work. 

When von Wieser published this treatise, Menger's Volkswirtschafts- 
lehre lay more years behind him than Ricardo's Political Economy lay 
behind Mill when Mill published his Principles. In the meantime the 
utility theory has been as much discussed, as variously judged, and 
as thoroughly tried out as classical political economy in its day. It has 
passed through a time of cold neglect, a time of hot controversy, and 
a time of temperate acceptance. It has been extolled as a revolution- 
ary discovery, and depreciated as a minor variant of classical doctrine ; 



No. i] WIESER'S THEORY OF SOCIAL ECONOMICS 1 1 1 

adopted as a substitute for Marxism by one set of socialists, 1 and de- 
cried as a covert defence of the established order by another set; 
buried as a corpse infected with hedonism and resurrected as an innoc- 
uous theory of choice. The three original strains of the theory, 
English, Austrian, and French, have been cultivated independently, 
crossed upon each other, blended with other types, and fertilized by 
new ideas, giving rise in this process of experimentation to a bewilder- 
ing variety of doctrines. 

Wieser has seen all this happen since he sat at Menger's feet. He 
can read his own contributions in every history of modern economics, 
and meet his critics in every economic journal. He has had years for 
reflection. We know that he holds fast to the fundamentals of his 
youth ; but how does he justify that attitude? How is his version of 
the Austrian doctrine related to other types of economic theory? 
Above all, what service does he render toward an understanding of 
economic behavior? 

XI 
At the very outset Wieser ranks himself in the psychological school. 
" The following investigation," runs his first sentence, " employs that 
method which people have been wont of late to designate as ' psycho- 
logical' ." This term is appropriate in that the theory starts with the 
subjective aspect of economic activity and works outward to account 
for objective facts, but inappropriate in that it suggests that economics 
is based upon the science of psychology , which is by no means the case. 
" The observations of man's inner life developed by ' psychological ' 
economics are independently made, and will remain quite unaffected 
by whatever conclusion scientific psychology may reach regarding the 
fundamental character of consciousness ..." 

The task of economic theory is to exploit scientifically and interpret the 
content of common economic experience. ... In this work it need not 
follow connections in the individual's mind further than is necessary to 
make clear the sense of his behavior ; from more penetrating psychological 
analysis it should refrain. The consciousness of economic men offers a 
mine of experiences, possessed by every one practically engaged in eco- 
nomic activity — experiences which every theorist therefore finds ready 
within himself, so that he needs no scientific apparatus to assemble them. 
There are experiences of outer facts, for example the existence of goods 
and their kinds ; there are experiences of inner facts, for example human 

1 See Bernard Shaw, "On the History of Fabian Economics," in History of the 
Fabian Society, by Edward R. Pease, appendix i. 
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needs and their laws ; there are experiences of how the economic activity 
of the mass of men arises and runs on. . . . The scope of economic theory 
is just as wide as these common experiences. The theorist's task always 
ends when common experience ends, and where science must assemble its 
observations by historical or statistical work, or, in some other supposedly 
reliable way [page 133]. 

This " psychological method " is " empirical ; it rests upon observa- 
tion and has no other aim than to describe reality." But while the 
historian strives to present a given situation in its full idiosyncrasy, 
while the statistician tries to count all pertinent cases, the theorist 
limits himself to what is typical, neglecting the secondary, the acciden- 
tal, the peculiar. To this end he avails himself of the devices of iso- 
lating and idealizing. 

The complex presented by experience cannot be explained in its totality, 
one must isolate and split it up into its elements in order to comprehend 
their working ; further one must keep these elements in thought free from 
all disturbances, in order to comprehend their unmixed effects, and if in 
thought one finally admits disturbances one must take these very distur- 
bances in their typical course, omitting everything accidental. . . . Beside 
the isolating assumptions that contain less than the full truth, the theoretical 
economist makes many idealizing assumptions that contain more than the 
truth. In them he elevates the empirical case in thought to the highest 
conceivable degree of completeness, because the completest situation is at 
the same time the simplest and therefore the most comprehensible. Thus, 
for example, the theorist assumes a model economic man such as never 
has existed and never can exist in fact. 

The theorist begins his work " with isolating and idealizing assump- 
tions of the highest degree of abstraction, in which he includes the 
pure elements of reality." Then step by step he introduces assump- 
tions of greater concreteness and so approximates a description of 
experience, though without ever attempting to reach the limit of the 
full detail (pages 134, 135). 

XII 

Such is the writer's preliminary statement regarding the scope 
and method of his work. What are the reader's final impressions of 
Wieser's results? 

He may sum up the treatise as follows : Economic activity is the 
exercise of rational control over the process of providing for wants ; 
its aim is to secure the maximum satisfaction possible under the cir- 
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cumstances ; its instrument is the utility calculus. The theory is an 
elaborate analysis of this calculus, first as it would be conducted by a 
single, perfect economic man; next as it is conducted by many men 
living under a regime of nominally free contract and private property 
unequally distributed ; then as it should be conducted by a single state 
aiming at the welfare of its citizens ; finally as it should be conducted 
by one among several states. 

"Psychological" is certainly a misleading term to apply to such 
theory, not merely for Wieser's reason, that it implies the dependence 
of economics upon psychology, but because it implies an intention to 
explain how men's minds actually work in economic behavior. " Log- 
ical" would be a more accurate adjective. For, even more than most 
members of his school, Wieser deals not with economic activity as it is, 
but with economic activity as it logically ought to be. His work is not 
a positive, but a normative theory. 

There is no mistaking that conclusion in books i, iii and iv. We 
are not left to inference ; Wieser declares his position explicitly : 

The way in which economic theory presents its description of the laws of 
economic valuing and economic acting, differs strikingly from the way in 
which the natural sciences present their laws of nature. The natural 
sciences show us a necessary connection between cause and effect — what 
must be ; economic theory shows us a connection which follows under the 
pressure of economic duty — what ought to be ; economic valuation is the 
valuation which economic duty demands, economic action is the econom- 
ically requisite action [page 152]. 

And so, on page after page, one finds the discussion concerned with 
what a good economic subject, whether an individual or a state, must 
do to attain his end of maximizing satisfaction. 

Even book ii (Theorie der Volkswirtschaff) deals less with how 
men do behave than with why their behavior diverges from what it 
ought logically to be. Wieser's theory of economic society shows how 
inequality arises; his theory of prices and of distribution shows the 
struggle between the effects of inequality and the demands of " eco- 
nomic duty ; " his program of economic reform shows how far the state 
should go in reducing inequality. 1 The " pure elements of reality" 
(page 135) presented in the theory of the single economy are to Wieser's 
mind not only the fundamental economic truth, but also the standard 
by which to try the imperfect world of business dealings, and the guide 
by which to mend what is there amiss. 

1 See sections v, vi and vii above. 
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XIII 
Both in his normative conception of economics and in his program 
of moderate reform, Wieser stands close to the classical economists. 
For their work he expresses the warmest admiration. The classical 
theory, says his preface, is " one of the most splendid and practically 
significant achievements of the scientific spirit, and despite all opposi- 
tion it will not wholly lose its influence upon theory and practice so 
long as its place is not filled by a maturer doctrine." For this maturer 
doctrine he hopes a practical success like that which the elder English 
economists attained. 

As the times of the classicists needed a theory of economic freedom, so our 
times need a modern theory, which represents the practical tendencies of 
the present in their true meaning ; which sees both lights and shadows, 
guarding against optimism and pessimism alike ; which recognizes not only 
the community of interests but also the existence of force, struggle, and 
economic evil ; which provides a theoretical basis for economic freedom, 
and also for the necessary limitations upon it [page 136]. 

Concretely, this turns out to mean the maintenance of private property 
and such inequalities of wealth as do not arise from unfair competition. 1 
So Bentham or Ricardo might have advised had they lived long enough 
to see free competition begetting monopoly and requiring state inter- 
vention to undo its work. 

For the mathematical economists and their theory of static equi- 
librium, on the contrary, Wieser has little use. He will not allow his 
system of logic to be turned into a system of mechanics. To him the 
central element in economics is man's planning, and he becomes un- 
easy when a mathematician replaces human nature by a set of equations. 
Besides, he argues, nature yields some goods abundantly, some moder- 
ately , some scantily ; while this fact remains it is vain to talk about 
establishing an equilibrium in all branches of production. Similarly, 
the differences between the satiation scales of various wants prevent 
our reaching an equilibrium in all branches of consumption. Marginal 
boundaries, not equilibria, represent the facts and should therefore be 
represented by the theory (pages 164, 165). 

XIV 

The advantages of Wieser's type of economic theory are evident. 
To show what economic men logically ought to do is far easier than to 

1 See section vii above. 
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show what they do do. For this purpose, as Wieser says, the theorist 
needs no historical or statistical apparatus ; he has simply to analyze 
that treasure of common experiences which he finds ready within him- 
self. Beside being easy to make, such theory meets the human appeal 
for guidance toward reform. One has only to accept economic duty 
as moral duty; then, whenever facts diverge from the theory, the facts 
are wrong, though none the less facts, and wrong in ways which the 
theory shows how to correct. Another shift fits the theory to pass as 
scientific. Grant that men are essentially rational ; then the theory 
reveals substantial economic truth. Discrepancies between this sub- 
stantial truth and the literal truth are accounted for by showing that 
existing inequalities imply subordination and that subordination weakens 
the economic judgment as well as reduces economic power. These 
three advantages, indeed, are not peculiar to Austrian theory; they 
are shared by classical economics. But for the Austrians a fourth 
advantage may be claimed : they seem to be more profound than the 
classical masters in that they base their whole analysis upon man's 
ultimate economic interest, the gratification of wants. Finally, as 
opposed to much modern work, Austrian theory in general and Wieser's 
version in particular is agreeably realistic ; it deals with human plan- 
ning, not with mathematical abstractions. 

To make the defects of the theory as clear as its merits, one must 
take the psychological viewpoint in sober earnest — far more seriously 
than Wieser takes it. Seen from this viewpoint, economics is one 
among several sciences which deal with different aspects of human be- 
havior. It is, of course, a social science ; that is, it deals with the be- 
havior of men in organized communities. Its special province is the 
behavior of social groups in providing the means for attaining their 
various ends. 

Now human behavior can be studied either from outside or from 
inside the human being. An economist may observe and record what 
men do in business, as a meteorologist observes and records the weather. 
An economic historian may study the recorded observations of others 
on human behavior, as a geologist studies evidences of former condi- 
tions of the earth's crust. And these objective students may try to 
frame illuminating generalizations about human behavior, without the 
aid of suppositions concerning human aims. Such work is as truly 
part of economic theory from the psychological viewpoint as is the 
Austrian analysis. Contemporary observation indeed is that part of 
economic theory in which the most rigorous standards can be applied, 
the most refined analysis developed, and the best-grounded hopes 
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entertained for improvements in data and results. But work of this 
objective kind cannot be done without the statistical and historical 
apparatus which Wieser rejects. 

Most economic theorists, however, elect to study behavior from inside 
the individual. Introspection of their own feelings and common obser- 
vation provide the data ; common sense decides what items in the array 
are typical ; common logic weaves these items into a theory. This is 
the most intimately human and the most treacherous of all professedly 
scientific methods. The classical economists employed it in the early 
stages of theorizing with more justification than any writer of today can 
claim ; yet they admitted the need of a safeguard, " inductive verifica- 
tion." Wieser, however, will not let a theorist use the statistical and 
historical apparatus which such verification requires ; when anyone does 
use these aids he ceases to be a theorist. 1 Another safeguard has been 
invented by the mathematical economists. After making an (imagin- 
ary) photograph of each individual's " curves of indifference," they 
throw away the rest of human nature , and demonstrate mathematically 
that one composite and only one can be made from a given set of 
negatives. But neither will Wieser join this company. He will not 
limit his theorizing to the simplest problems or put his reasoning into 
the severest form. Still a third way of guarding against errors and 
omissions remains. The economist who works from inside the human 
mind might seek all the aid possible from psychology. Wieser will 
have no such aid. 

Yet if he had been willing to utilize psychology, Wieser might have 
made out a better case for his own theory. The behavior which con- 
cerns the economist is directed chiefly by certain social institutions, 
that is, by certain widely- shared habits of feeling, thinking, and acting 
in frequently- recurring situations. These habits, like our space percep- 
tions, have elaborate implications which are not immediately apparent. 
It is useful to think out these implications carefully, as it is useful to 

1 Although Wieser occasionally refers to history, for example in discussing the rise 
of the money economy (pp. 327-9), the differentiation of economic classes from 
antiquity to modern times (pp. 348-351), and the development of large business 
enterprise (pp. 355—6), his references are so general in their terms as hardly to justify 
the charge of inconsistency. The only case in which his theory really bases its va- 
lidity upon historical data occurs when he discusses the problem whether private 
property is compatible with true social economy. The answer to this question, he 
admits, cannot be deduced from the psychology of the model economic man (p. 
403). But the historical sketch by which he justifies his faith in private property as 
a proper economic institution is, as he points out (p. 400), very much a theorist's 
version of history. 
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excogitate geometry. Such elaboration is by no means the whole task 
of economic theory, but it is part of the task. Wieser expounds the 
Austrian contribution to this logic of economic institutions better than 
any of his compatriots ; but his work would have been more effective 
if he had seen the place his contribution occupies in the study of 
behavior. 

A man who realizes that he is studying an institution keeps his work 
in historical perspective, even when he confines himself to analyzing 
the form which the institution has assumed at a particular stage of its 
evolution. By so doing he opens vistas enticing to future exploration, 
instead of suggesting a closed system of knowledge. He does not de- 
lude himself into believing that anyone's personal experience is an 
adequate basis for theorizing about how men behave ; rather is he eager 
to profit by any light shed upon his problem by any branch of learning 
— history, statistics, ethnology, psychology. 

More particularly, a student of economic institutions recognizes that 
business accounting is much more thoroughly rationalized than house- 
hold accounting, that the money calculus is better thought out than the 
utility calculus. Hence he does not picture economic logic as having 
its stronghold in the single economy, without money and without price. 
To him money is a powerful instrument of theoretical analysis, because 
money is the most effective practical instrument for systematizing eco- 
nomic control, and because its use enforces the strictest discipline upon 
vague and careless human nature. As Wieser remarks, the most per- 
fect cases are the simplest and easiest to analyze. It follows that eco- 
nomic theory should begin with the most thoroughly organized money 
prices, instead of postponing money to a late stage of the investigation. 
When the definite and objective interrelations among money prices 
have been analyzed it is time enough to penetrate into the dim mysteries 
of our feelings about utilities, and to inquire how the logical system of 
control men learn in business dealings is related to their subjective 
valuations. 

When the latter problem is approached, the economist who still re- 
members that he is a student of institutions finds more work and more 
materials on hand than Wieser dreams. It is an old and valid criticism 
that the Austrian theory of value throws little light on the process of 
valuation. It supposes men to come to market with their minds 
definitely made up regarding the prices they will pay. The demand 
schedules it presents are purely imaginary and are used only as illustra- 
tions. Everything that happens in the market — and that means sub- 
stantially the whole content of economic theory — is supposed to be 
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pre-determined in an almost mechanical way by such schedules. Nev- 
ertheless a serious study of them has been no part of orthodox theory. 
It is, however, a vital part of the study of economic behavior. We 
all know that our wants are standardized by certain social habits, that 
these habits present remarkable uniformities, and that they have a long 
recorded history. Hence they can be investigated with excellent 
prospects of success, as the widely different studies of Professors Veblen 
and Henry L. Moore may prove to all doubters. But in this field 
again the investigator must employ the aids which Wieser bans, psy- 
chological analysis, historical research and statistical measurement. 

Von Wieser's greatest service is that by rounding out Austrian theory 
he has shown the limitations of what can be accomplished along that 
line. More emphatically than any criticism, his finished construction 
calls for a fresh start. The task before us is to attack the problem of 
economic behavior, equipped with the fullest knowledge and the most 
powerful instruments of analysis which the day affords. 

Wesley C. Mitchell. 
Columbia University. 



